Ernie Fletcher Mark David Goss

Governor ! Chairman

Teresa J. Hill, Secretary P (;)cimmsonw?althgf Kent.uck;y

Environmental and Public ublic 2$1rvslce g[mdmlssmn John W. Clay

Protection Cabinet ower Bive. Commissioner
P.O. Box 615

Frankfort, Kentucky 40602-0615
Telephone: (502) 564-3940
Fax: (502) 564-3460
psc.ky.gov

December 1, 2006

Christopher L. Lilly
Commissioner
Department of Public Protection

Honorable David Jeffrey Barberie

Corporate Counsel

Lexington-Fayette Urban County Government
Department Of Law

200 East Main Street

Lexington, KY 40507

CERTIFICATE OF SERVICE

RE: Case No. 2002-00277
Kentucky-American Water Company aka Kentucky American Water

I, Beth O'Donnell, Executive Director of the Public Service Commission, hereby certify that
the enclosed attested copy of the Commission's Order in the above case was served upon the
addressee by U.S. Mail on December 1, 2006.

Executive Director
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Enclosure
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Ernie Fletcher

Mark David Goss

Governor 7 Chairman
Teresa J. Hill, Secretary P C;)c:mmsonwealthé)f Kentucky
Environmental and Public ublic Service Commission John W. Clay

Protection Cabinet
Christopher L. Lilly

Commissioner
Department of Public Protection

Honorable John N. Hughes

211 Sower Blvd.

P.O. Box 615
Frankfort, Kentucky 40602-0615
Telephone: (502) 564-3940
Fax: (502) 564-3460
psc.ky.gov

December 1, 2006

Commissioner

Attorney at Law
124 West Todd Street
Frankfort, KY 40601

CERTIFICATE OF SERVICE

RE: Case No. 2002-00277
Kentucky-American Water Company aka Kentucky American Water

|, Beth O'Donnell, Executive Director of the Public Service Commission, hereby certify that
the enclosed attested copy of the Commission's Order in the above case was served upon the
addressee by U.S. Mail on December 1, 2006.

Executive Director

BOD/jc
Enclosure

KentuckyUnbridledSpirtcom %M @'éfﬁ }N !
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Ernie Fletcher Mark David Goss

Governor ¢ Chairman

Teresa J. Hill, Secretary P (i)cimng)nwgalthé)f Kent.uck.y

Environmental and Public ublic zfr‘gce g]n’:jmlssmn John W. Clay

Protection Cabinet 1 Sower ‘V ‘ Commissioner
P.O. Box 615

. . Frankfort, Kentucky 40602-0615
Christopher L. Lilly Telephone: (502) 564-3940

Commissioner
- . Fax: (502) 564-3460
Department of Public Protection psc.ky.gov

Honorable Hanly A. Ingram December 1, 2006

Attorney at Law

STOLL KEENON OGDEN PLLC
300 West Vine Street

Suite 2100

Lexington, KY 40507-1801

CERTIFICATE OF SERVICE

RE: Case No. 2002-00277
Kentucky-American Water Company aka Kentucky American Water

[, Beth O'Donnell, Executive Director of the Public Service Commission, hereby certify that
the enclosed attested copy of the Commission's Order in the above case was served upon the
addressee by U.S. Mail on December 1, 2006.

Executive Director

BOD/jc
Enclosure
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Ernie Fletcher
Governor

Teresa J. Hill, Secretary
Environmental and Public
Protection Cabinet

Christopher L. Lilly
Commissioner
Department of Public Protection

Honorable Lindsey W. Ingram, Jr.

Attorney at Law

STOLL KEENON OGDEN PLLC
300 West Vine Street

Suite 2100

Lexington, KY 40507-1801

RE: Case No. 2002-00277

Commonwealth of Kentucky
Public Service Commission
211 Sower Blvd.

P.O. Box 615
Frankfort, Kentucky 40602-0615
Telephone: (502) 564-3940
Fax: (502) 564-3460
psc.ky.gov

December 1, 2006

CERTIFICATE OF SERVICE

Mark David Goss
Chairman

John W. Clay
Commissioner

Kentucky-American Water Company aka Kentucky American Water

I, Beth O'Donnell, Executive Director of the Public Service Commission, hereby certify that
the enclosed attested copy of the Commission's Order in the above case was served upon the
addressee by U.S. Mail on December 1, 2006.

BOD/jc
Enclosure

Wentudoylnbridled Spirit.com
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Ernie Fletcher
Governor

Teresa J. Hill, Secretary
Environmental and Public
Protection Cabinet

Christopher L. Lilly
Commissioner
Department of Public Protection

Honorable Anthony G. Martin
Attorney at Law

P.O. Box 1812

Lexington, KY 40588

RE: Case No. 2002-00277

Mark David Goss
Chairman

Commonwealth of Kentucky
Public Service Commission
211 Sower Blvd.

P.O. Box 615
Frankfort, Kentucky 40602-0615
Telephone: (502) 564-3940
Fax: (502) 564-3460
psc.ky.gov

December 1, 2006

John W. Clay
Commissioner

CERTIFICATE OF SERVICE

Kentucky-American Water Company aka Kentucky American Water

|, Beth O'Donnell, Executive Director of the Public Service Commission, hereby certify that
the enclosed attested copy of the Commission's Order in the above case was served upon the
addressee by U.S. Mail on December 1, 2006.

BOD/jc
Enclosure

KertudiyUnbridledSpirt.com

Executive Director
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Ernie Fletcher ) Mark David Goss
Governor X Chairman

Teresa J. Hill, Secretary Commonwealth of Kentucky

Environmental and Public Public §$1rvslce Cgln:jmlssmn John W. Clay
Protection Cabinet ower Bivd. Commissioner
P.O. Box 615

Frankfort, Kentucky 40602-0615
Telephone: (502) 564-3940
Fax: (602) 564-3460
psc.ky.gov

Christopher L. Lilly
Commissioner
Department of Public Protection

Honorable Foster Ockerman, Jr. December 1, 2006
Attorney at Law

Martin, Ockerman & Brabant LLP

200 North Upper Street

Lexington, KY 40507

CERTIFICATE OF SERVICE

RE: Case No. 2002-00277
Kentucky-American Water Company aka Kentucky American Water

I, Beth O'Donnell, Executive Director of the Public Service Commission, hereby certify that
the enclosed attested copy of the Commission's Order in the above case was served upon the
addressee by U.S. Mail on December 1, 2006.

Executive Director

BOD/jc
Enclosure

s
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Ernie Fletcher Mark David Goss

Governor Chairman

Teresa J. Hill, Secretary P (i)olmmsonwe'althgf Kent}Jck}/

Environmental and Public ublic Zﬁ'gce glrr(ljmlssmn John W, Clay

Protection Cabinet ower Biva. Commissioner
P.O. Box 615

. . Frankfort, Kentucky 40602-0615
Christopher L. Lilly Telephone: (502) 564-3940

Commissioner
. . Fax: {502) 564-3460
Department of Public Protection psc.ky.gov

Nick O. Rowe December 1, 2006

President

Kentucky-American Water Company aka Kentucky American Water
2300 Richmond Road

Lexington, KY 40502

CERTIFICATE OF SERVICE

RE: Case No. 2002-00277
Kentucky-American Water Company aka Kentucky American Water

|, Beth O'Donnell, Executive Director of the Public Service Commission, hereby certify that
the enclosed attested copy of the Commission's Order in the above case was served upon the
addressee by U.S. Mail on December 1, 2006.

Executive Director

BOD/jc
Enclosure

KentuckyUnbridled Spirtcom ‘%mﬁ ﬁfﬁ A Equal Dpporturnity Employer MFID
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Ernie Fletcher Mark David Goss

Governor Chairman
Teresa J. Hill, Secretary P Cllaolmmsonwc?althc(:)f Kent_uck}/
Environmental and Public ublic service Lommission John W, Clay

211 Sower Blvd.

P.O. Box 615
Frankfort, Kentucky 40602-0615
Telephone: (502) 564-3940
Fax: (502) 564-3460
psc.ky.gov

Protection Cabinet Commissioner

Christopher L. Lilly
Commissioner
Department of Public Protection

Honorable David Edward Spenard December 1, 2006
Assistant Attorney General

Office of the Attorney General Utility & Rate Intervention Division
1024 Capital Center Drive

Suite 200

Frankfort, KY 40601-8204

CERTIFICATE OF SERVICE

RE: Case No. 2002-00277
Kentucky-American Water Company aka Kentucky American Water

I, Beth O'Donnell, Executive Director of the Public Service Commission, hereby certify that
the enclosed attested copy of the Commission's Order in the above case was served upon the
addressee by U.S. Mail on December 1, 2006.

Executive Director

BOD/jc
Enclosure
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Ernie Fletcher Mark David Goss

Governor S Chairman

Teresa J. Hill, Secretary P (i)c;fnng)nwgalthgf Kent}Jcky

Environmental and Public ublic 21e1rvslce glmdmlssmn John W. Clay

Protection Cabinet ower biva. Commissioner
P.0. Box 615

. . Frankfort, Kentucky 40602-0615
Christopher L. Lilly Telephone: (502) 564-3940

Commissioner
Fax: 4-
Department of Public Protection ax éss(;?lzyégov3460

Honorable Robert M. Wait, 1l December 1, 2006
Attorney At Law

STOLL KEENON OGDEN PLLC

300 West Vine Street

Suite 2100

Lexington, KY 40507-1801

CERTIFICATE OF SERVICE

RE: Case No. 2002-00277
Kentucky-American Water Company aka Kentucky American Water

|, Beth O'Donnell, Executive Director of the Public Service Commission, hereby certify that
the enclosed attested copy of the Commission's Order in the above case was served upon the
addressee by U.S. Mail on December 1, 2006.

Executive Director

BOD/jc
Enclosure
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KerntudoyUnbridled Spirit.com g%m @g An Equal Oppotunity Employver WWFD
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Honorable David Jeffrey Barberic
Corporate Counsel
Lexington-Fayette Urban County
Government

Department Of Law

200 East Main Street

Lexington, KY 40507

Honorable Lindsey W. Ingram, Ir.
Attorney at Law

STOLL KEENON OGDEN PLLC
300 West Vine Street

Suite 2100

Lexington, KY 40507-1801

Nick O. Rowe

President

Kentucky-American Water Company
aka Kentucky American Water

2300 Richmond Road

Lexington, KY 40502

Service List for Case 2002-00277

Honorable John N. Hughes
Attorney at Law

124 West Todd Street
Frankfort, KY 40601

Honorable Anthony G. Martin
Attorney at Law

PO Box 1812

Lexington, KY 40588

Honorable David Edward Spenard
Assistant Attorney General

Office of the Attorney General
Utility & Rate Intervention Division
1024 Capital Center Drive

Suite 200

Frankfort, KY 40601-8204

Honorable Hanly A Ingram
Attorney at Law

STOLL KEENON OGDEN PLLC
300 West Vine Street

Suite 2100

Lexington, KY 40507-1801

Honorable Foster Ockerman, Jr
Attorney at Law

Martin, Ockerman & Brabant LLP
200 North Upper Street
Lexington, KY 40507

Honorable Robert M. Watt, 11
Attorney At Law

STOLL KEENON OGDEN PLLC
300 West Vine Street

Suite 2100

Lexington, KY 40507-1801



COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
in the Matter of;

COMPLIANCE OF KENTUCKY-AMERICAN
WATER COMPANY, AMERICAN WATER WORKS
COMPANY, RWE AKTIENGESELLSCHAFT AND
THAMES WATER AQUA HOLDINGS GMBH WITH
THE PROVISIONS OF THE ORDERS
APPROVING THE TRANSFER OF CONTROL OF
KENTUCKY-AMERICAN WATER COMPANY TO
RWE AKTIENGESELLSCHAFT AND THAMES
WATER AQUA HOLDINGS GMBH

CASE NO. 2002-00277

ORDER

Kentucky-American Water Company (“Kentucky-American”), Thames Water
Aqua Holdings (“Thames”), Thames Water Aqua US Holdings, Inc. (“TWUS”), RWE
Aktiengesellschaft (“RWE”) and American Water Works Company (“AWWC")
(collectively “Joint Applicants”) have applied for Commission approval of Kentucky-
American’s 2006 Third Quarter Dividend on common stock (“Third Quarter Dividend”).
Finding that Kentucky-American’s dividend policy has not been affected by the change
in ownership, the Commission approves the payment of the Third Quarter Dividend of
$1,253,913, which is scheduled to be paid on December 4, 2006.

In Case No. 2002-00317," the Commission approved the transfer of control of

Kentucky-American from AWWC to Thames, TWUS, and RWE subject to 61 conditions.

' Case No. 2002-00317, The Joint Petition of Kentucky-American Water
Company, Thames Water Aqua Holdings GmbH, RWE Aktiengesellschaft, Thames
Water Aqua US Holdings, Inc., Apolio Acquisition Company and American Water Works
Company, Inc. for Approval of a Change of Control of Kentucky-American Water
Company (Ky. PSC Dec. 20, 2002).



One of these conditions was that Joint Applicants obtain Commission approval prior to
the payment of any dividend or transfers of any funds within a calendar year that
collectively represent more than 5 percent of Kentucky-American’s retained earnings as
of December 31 of the prior calendar year to RWE, Thames, TWUS or any other entity
related to RWE 2

We imposed this condition to ensure Kentucky-American’s financial ability to
provide reliable service and to guard against any effort to drain Kentucky-American’s
treasury to finance RWE'’s acquisition of AWWC or pay the premium associated with the
acquisition.®> It enables us to monitor transfers from Kentucky-American and prevent
unusual or extraordinary transfers of funds. Absent the imposition of this condition, our
statutory ability to monitor and prevent such conduct is very limited.

On October 25, 2006, Kentucky-American declared its Third Quarter Dividend of
$1,253,913, which is scheduled to be paid on December 4, 2006. Joint Applicants
submitted their request for Commission approval of Kentucky-American’s Third Quarter
Dividend on November 10, 2006. Applicants state that Kentucky-American’s declared
Third Quarter Dividend of $1,253,913 is in conformity with the historical dividend policy
of paying 75 percent of earnings available for common dividends.® Collectively the

declared dividend of December 4, 2006 and dividends paid earlier in 2006 represent

2 Id., App. A at 6.

® Case No. 2002-00018, Application For Approval of the Transfer of Control of
Kentucky-American Water Company to RWE Aktiengesellschaft and Thames Water
Aqua Holdings GMBH (Ky. PSC May 30, 2002) at 20 — 21.

4 See Joint Applicants’ Request for Approval of Dividend Payment at 1.

-2- Case No. 2002-00277



more than 5 percent® of Kentucky-American’s accumulated retained earnings as of
December 31, 2005.°

The Commission, having reviewed the evidence of record and being otherwise
sufficiently advised, finds that Kentucky-American’s dividend policy has not been
affected by the change in ownership. Therefore, Kentucky-American's payment of the
Third Quarter Dividend of $1,253,913 should be approved.

IT IS THEREFORE ORDERED that Kentucky-American's December 4, 2006
common stock dividend of $1,253,913 is approved.

Done at Frankfort, Kentucky, this 1st day of December, 2006.

By the Commission

ATTEST:

gfévf/ / [/ Lo «/g /w %

Executive Director

> $0 (4" Quarter 2005) + $ 62,652 (1% Quarter 2006) + $689,652 (2™ Quarter
2006) + $1,253,913 (3" Quarter 2006) = $2,006,017 + $25,898,028 (Retained Earnings
as of 12-31-05) = 7.739%

® Annual Report of Kentucky-American Water Company to the Public Service

Commission of the Commonwealth of Kentucky for the Year Ended December 31, 2005
at 13.
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